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Our cover picture features the verdant display formed by 
the branches of a spruce tree, a dominant pulpwood species 
in Canada’s northern forest. 

The illustrations inside the front and back covers 

interpret the multiple uses of forest lands under the 

sound management policies of our woodlands department. 
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1967 


$209 303,274 
$ 12,283,654 
$ 24,909,440 


$ 8,144,000 
4,313,000 
$ 12,457,000 


$ 12,452,440 
Sali 


$ 9,747,016 
$  .56 


$ 17,218,238 
$ 57,411,679 
$ 59,674,932 
$173,274 ,216 


35,379 


1966 


$211 167,324 
$ 11,599,195 
$ 31,032,921 


$ 7,957,000 
7,148,000 
$ 15,105,000 


$ 15,927,921 
$ 91% 


$ 9,741,181 
$ . 56 


$ 24,572,294 
$ 45,492,074 
$ 46,123,035 
$170,568, 792 
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Report to the Shareholders 


As reported in the press, the Canadian 
pulp and paper industry had a difficult 
year in 1967. Rising costs, excess capa- 
city and severe competition were the 
principal reasons for lower earnings. 
This was the general outcome for the 
industry. 

Abitibi’s net sales of $209,303,000, 
although 1% lower than the record estab- 
lished in 1966, are the second highest 
annual sales in our history. The distri- 
bution of sales by principal product 
groups compares withlastyearas follows: 

1967 1966 


Newsprintand Pulp. $106,043,000 $115,604,000 
Fine Papers and 


Groundwood 

Specialties......... 51,658,000 44,689,000 
Building Materials... 39,061 ,000 38,949,000 
Corrugating Medium 

and Containers..... 12,541,000 11,925,000 


$209,303,000 $211,167,000 


Net earnings of $12,452,440 show a 
decrease of 22% in comparison with 1966 
earnings of $15,927,921. Net earnings are 
71%¢ per common share compared with 
91'%4¢ in 1966. 

The performance ofall Abitibi divisions 
has been reviewed and studied on a con- 
tinuous basis throughout the year. There 
has been no deviation from our long- 
established policy of providing quality 
products and top customer service.While 
results for 1967 are disappointing, they 
are a direct reflection of difficult business 


conditions in our industry. We are opti- 
mistic that 1968 will show improvement. 

Dividends on common shares were 
declared and paid quarterly at the annual 
rate of 56¢ per share, the same as in 1966. 
Payment dates of the dividend of 14¢ per 
quarter were the first days of January, 
April, July and October. 

Late in 1967 the Abitibi head office was 
established inthe new Toronto-Dominion 
Centre. Our University Avenue buildings, 
which we occupied for nearly forty years, 
were obsolete and no longer adequate to 
meet space and service requirements 
made necessary by growth and diversi- 
fication. Arrangements have been 
completed to sell our former head office 
real estate holdings and a substantial 
partial payment was received in 1967. 

We continued the program to change 
the names of subsidiary companies to 
identify them more closely with the Abitibi 
group and the products we manufacture 
and sell. Two new names adopted during 
1967 are Abitibi Provincial Paper Ltd. 
(formerly Provincial Paper, Limited) and 
Abitibi Papers Inc. (formerly Abitibi 
Service Inc.). 


Inter City Papers Limited acquired in 1967. 


Late in August we acquired a control- 
ling interest in Inter City Papers Limited 
and shortly thereafter released an offer to 
purchase all holdings of minority share- 
holders at the same price per share as 


that paid to the principal shareholders. 
At the end of the year we held close to 
full ownership. 

Inter City Papers Limited is a prominent 
Canadian wholesale distributor of fine 
printing papers and bookbinders’ sup- 
plies with annual sales of approximately 
$17,000,000. The Montreal and Quebec 
City divisions are operated under the 
name of T. B. Little+Corbeil and the 
Toronto division is Whyte-Hooke Papers. 
Inter City Papers has been for many years 
an important distributor of fine papers 
manufactured by Abitibi Provincial Paper 
Ltd. Its affairs will continue to be man- 
aged from its head office in Montreal. 

The results of operations of Inter City 
Papers Limited are included in consoli- 
dated earnings from date of acquisition 
in 1967. 


Hilroy Envelopes & Stationery Limited 
acquired in 1968. 

Shortly after the close of 1967 Abitibi 
acquired full ownership of Hilroy Enve- 
lopes & Stationery Limited, a major 
manufacturer in Canada of envelopes, 
stationery and school supplies with con- 
solidated annual sales of approximately 
$20,000,000. Principal Hilroy subsidiary 
companies are The Canadian Stationery 
Company Limited, Canada Envelope 
Company, Toronto Envelope Co. Limited 
and Redi-Seal Envelopes Limited. 

The Hilroy organization, with more 


A load of pulpwood, lifted mechanically from a gondola freight 

car in a paper mill yard, starts the manufacturing process that. 
provides newsprint to carry the news of the day to millions of 
readers. Mechanized equipment is being used more and more to 
harvest pulpwood trees from carefully managed forest lands. 
Pulpwood, in eight or sixteen foot logs, is transported to the 
modern mill by the same methods of transportation used 

to distribute newsprint to customers in Canada, United States and 
overseas. Pirate hats are a novel secondary use for newspapers. 


than 1,000 employees, comprises a well- 
managed group of companies with six 
envelope and three stationery plants in 
five Canadian provinces. Its products are 
well established and highly regarded 
throughout Canada. Management, pro- 
duction and sales policies, which have 
proven so successful in past years, will 
be maintained. All of the officers and 
management personnel will remain with 
the Company. 

The Hilroy companies are substantial 
consumers and converters of Abitibi 
papers. Payment for the shares of Hilroy 
Envelopes & Stationery Limited, while 
largely in cash, included 50,000 Abitibi 
common shares. | 


Newsprint operations. 


In common with the Canadian industry, 
we had lower shipments of newsprint to 
United States markets. Consumption in 
the United States increased slightly but 
newly-installed domestic capacity resulted 
in the displacement of some newsprint 
previously supplied from Canada. There 
was adeclinein consumption inthe United 
Kingdom and the devaluation of sterling 
late in the year introduced marketing un- 
certainties. Consumption in Canada 
increased by about 3%, which is close to 
the growth experienced in prior years. 
Newsprint consumption is expected to 
increase in all of these markets in 1968. 

Newsprint selling prices in North 


Reading a newspaper is an establishe: 
habit in the everyday life of most 
people. It is not normally read in 

a single sitting. During rush hours, 
when in transit to and from the home 
or office, reading of today’s events 
and bargains is acommon scene in 
subway trains. In the proper season it 
is often read while relaxing in the park 
Independent young business people 
play a big role in the distribution 

of daily newspapers. Most of them /eari 
in their younger years that success 
isnot free ofresponsibility. Groundwoa 
papers are used for telephone 
directories and drawing books to 
satisfy the exploits of budding Picassos 


America were increased at mid-year 
by $3.00 per ton, or about 2%. This was 
a very modest adjustment having regard 
to increased wage rates, rising costs 
for almost all materials we buy and 
higher costs for services provided by 
governments. 

Abitibi’s newsprint volume was lower 
than in the prior year for reasons men- 
tioned above and also because of strikes 
in the publishing plants of several of our 
important customers. Presentindications 
are that adverse factors contributing to 
the 1967 reduction should have less im- 
pact in the coming year. As of this date, 
the outlook for Abitibi is for the restor- 
ation of a growth trend in newsprint 
volume. 

Capital expenditures in our newsprint 
mills were reduced from recent years and 
were directed substantially toward cost 
reduction, essential replacements, anti- 
pollution measures and projects that im- 
prove quality and service to customers. 


Kraft pulp. 

The introduction of substantial addi- 
tional market pulp capacity in North 
America during 1967 coincided with 
slackness in demand. The result was a 
rapid deterioration in the price structure. 
Fortunately, the kraft pulp we produce 
from spruce pulpwood is particularly 
suited to the manufacture of fine paper 
grades and we consume increasing quan- 


tities year by year in our own operations. 

Sales of Abitibi’s kraft pulp on the 
open market in 1967 declined under the 
influence of unsettled market conditions. 
However, consumption of this product in 
our fine paper operations showed an 
increase with the result that total pro- 
duction for the year was close to that of 
1966. Our plant facilities at Smooth Rock 
Falls showed improvement in output 
throughout the year following correction 
of mechanical and processing problems 
connected with the start-up of this new 
operation. 

The manufacture and sale of bleached 
kraft pulp is not a profitable business for 
us under existing conditions of over- 
supply and depressed prices. These con- 
ditions are likely to continue for some 
time to come and Abitibi is fortunate in 
having only a relatively small quantity of 
pulp for sale on the market. We will 
increase internal consumption as con- 
ditions permit and will continue to sell 
the balance of our production in the 
market. 


Increased production of fine papers. 

For the ninth consecutive year our 
production of fine, printing and ground- 
wood specialty papers was at an all-time 
high. Shipments amounted to 164,000tons 
compared with 158,000 tons in 1966, an 
increase of close to 4%. This increase 
was not up to our expectations due pri- 


Abitibi’s fine paper grades, 
manufactured in the mills of 
Abitibi Provincial Paper Ltd., are 
papers for thousands of uses. 
Hundreds of grades in various 
weights, colors and finishes are 
converted into many paper 
products such as flour bags, 
labels, office forms, stationery 
and stacks of novels and text 
books. To assist the small types 
with a refreshing drink we also 
supply the base stock for 

soda straws. 
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marily to a general softening in market 
demand in the last half of the year re- 
flecting the diminishing effect of Canada’s 
centennial celebrations and its attendant 
paper requirements. 

The success of the grades introduced 
to the market from the new twin-wire 
paper machine at Port Arthur has been 
most heartening and volume is growing 
steadily. New products continue to come 
from this unique machine as greater 
knowledge of its capabilities is gained and 
as grade development work progresses. 

The cast coating operation at George- 
town experienced a very successful start- 
up. Kromekote* grades of high gloss 
papers, produced under an exclusive 
Canadian licence, are finding an excel- 

lent degree of market acceptance. The 

cover of this annual report is one of the 
many Kromekote* grades. 

An extensive survey of finishing oper- 
ations at the Port Arthur mill was made 
in 1967. Many process modifications were 
introduced that will improve both effi- 
ciency and economy of operations in the 
future. We also commenced a capital 
investment program at Port Arthur to 
improve wood handling and pulping 
facilities. 

The Kennedy Round negotiations of 
1967 and resulting tariff changes will have 
a significant influence on fine paper mar- 
kets in North America. In the course of 
the next few years, Canadian fine paper 


ee 


manufacturers must adjust to increased 
competition in home markets and new 
opportunities in export markets. Our 
present manufacturing and marketing 
practices will require thorough study 
and, perhaps, changes to ensure that this 
company will be in a position to meet the 
challenges and opportunities that will 
arise. 

Our fine paper marketing and manu- 
facturing techniques are under constant 
and continuing review. A broader base 
for earning power in future years has 
been established through expansion 
of manufacturing facilities, our recent 
acquisitions, the introduction of addi- 
tional grades and improved scheduling 
techniques. 


Building materials — U.S.A. 

Abitibi Corporation’s hardboard plant 
at Alpena, Michigan, operated at capa- 
city for most of the year. Operations im- 
proved at the hardboard converting plant 
in Chicago, Illinois, but were not up to 
expectation at our plywood pre-finishing 
plant at Cucamonga, California. The de- 
pressed market for building materials ex- 
perienced in 1966 continued until mid-1967 
when conditions improved. However, 
with a strong demand in industrial mar- 
kets and aggressive sales policies in the 
repair and remodel market, Abitibi Corpo- 
ration had its most successful year. 

To sustain profitable growth, we have 


embarked on a major expansion of the 
Alpena plant facilities. This project, to 
be completed early in 1969, will substan- 
tially increase capacity for present 
products and permit the introduction of 
new ones. At Chicago, we added a 
50,000 square foot warehouse to improve 
service and operating efficiency. 

In the latter part of the year we pur- 
chased some 31,000 acres of forest lands 
to supportthe Alpena expansion program 
and improve security of wood supply. 
This purchase makes us one of the larger 
owners of forest lands in lower Michigan. 

Building material markets in the United 
States are expected to improve in 1968 
and Abitibi Corporation should have 
another successful year. 


Building materials — Canada. 


Conditions in the Canadian building 
materials markets were affected through- 
out the year by a continued low level of 
housing starts, a surplus of manufactur- 
ing capacity and increased competition 
from imports. Markets for hardboard, 
particle board, and hardwood plywood 
products from plants at Sturgeon Falls 
and Durham, Ontario, were unsatisfactory 
throughout the year. Although some 
products registered improvement, overall 
results were not equal to 1966. 

Every opportunity is being taken to 
increase operating efficiencies, intro- 
duce new products and improve distri- 


Diversity and accelerating change in the 
business world is expanding the need 
for effective communications. The 
electronic age has created a need for 
specific Abitibi paper grades to record 
statistical data. Advertisers demand top 
quality magazine paper for the 
communication of their colorful product 
and service messages. Coated and 
uncoated papers from Abitibi's fine 
paper mills are marketed in Canada 

and exported to 17 countries. Even the 
very young financier likes his ‘‘folding 
stuff’’ in several colors. 


bution. Indications are that existing 
uncertain market conditions will continue 
in 1968. 


Growth in containers 
and corrugating medium. 

Growth in use of corrugated containers 
in Canada was about3%, somewhat lower 
than in other recent years. Growth in 
volume of Abitibi Containers Ltd. was 
considerably higher than the industry 
average, resulting principally from our 
ability to offer improved service and supply 
to customers due to the recent establish- 
mentin the Toronto area of the company’s 
second container plant. Improvements 
and changes continue to be made in our 
plants, products and organization. 
Further substantial growth is anticipated. 

The pulping phase of the Sturgeon 
Falls corrugating medium expansion 
project was completed this year. Oper- 
ations were at capacity except for some 
interruptions attributable to the expan- 
sion program. There will be additional 
interruptions during the early months of 
1968 as this expansion program is 
completed. 


Woodlands. 


The trend to integrated mechanical 
logging gains momentum year by year 
under the impetus of rising costs of the 
older methods of cutting, skidding and 
delivery of pulpwood. Logging Research 


Associates, in which Abitibi is one of 
three partners, has developed the Arbo- 
matik full-tree harvesting system to re- 
duce costs and significantly increase 
productivity. This mechanical system 
comprises the Log-a// that fells, loads 
and skids full trees and the Processor 
that delimbs, debarks and cuts tree 
lengths into eight foot bolts. These ma- 
chines are to be manufactured and dis- 
tributed commercially in Canada by a 
prominent builder of machinery. Initial 
use in Abitibi operations is taking place 
at Iroquois Falls and the Lakehead. 

Capital expenditures in 1967 for roads, 
camps, and mechanical equipment 
amounted to $2,271,485. Forest access 
roads were extended in accordance with 
development plans with construction of 
72 miles of all-weather trunk roads. Sub- 
ject to the requirements of current pro- 
duction schedules, and with due regard 
to the safety of our employees, the greater 
part of Abitibi’s road system is open to 
use by the public. 

A long range management plan is being 
developed by Abitibi Corporation for 
operation of the newly-acquired forest 
holdings in Michigan. This plan will 
embrace regeneration, conservation, 
drainage, logging techniques and volume 
of production. There are good public 
roads bordering much of the property. 
We will start soon on the construction of 
access roads to reach mature stands and 


The beauty of paneling for dens, feature 
walls, family rooms, and other living 
areas in modern homes, is never better 
than in Abitibi woodgrain hardboards 
and hardwood plywoods. The distinctive 
beauty, texture and woodgrain patterns 
of these products add dramatic warmth 
and elegance to any room. Rich wood- 
grains and veneers are used extensively 
in the furniture industry. Abitibi 
industrial grade hardboard is used in 
the manufacture of toys, blackboards, 
displays, automobile components and 
many other products. 


other areas where wood should be 
harvested. 


Ownership of mineral rights. 


As mentioned in previous annual 
reports, Abitibi owns mineral and surface 
rights on more than 1,000 square miles 
of forest lands in the Province of Ontario. 
About 800 square miles are located north- 
west of the Lakehead and 216 square miles 
lie between Timmins and Smooth Rock 
Falls. There are other smaller holdings 
to the north of Timmins and in the Iro- 
quois Falls area. 

Mineral explorations on these holdings 
are proceeding in accordance with agree- 
ments made with qualified mining inter- 
ests. As of this date, we have no knowl- 
edge of any discoveries of commercial 
value on Abitibi lands. 


Abitibi Research Centre. 


The first full year in our new research 
headquarters at the Sheridan Park Re- 
search Community has clearly confirmed 
the advantages of this location. Closer 
contact with head office planning has re- 
sulted in increased involvement of 
research personnel with the scientific, 
technological and engineering needs of 
the company. Liaison with our manufactur- 
ing divisions has been improved as have 
contacts with marketing departments. 
Basic research and longer range studies 
are benefiting from closer collaboration 


with universities and research institutes. 

The continuing acceptance of Abitibi 
products in the market place demands 
ever increasing knowledge of the per- 
formance qualities derived from the many 
materials and ingredients available for 
use in manufacturing processes. Abitibi 
research contributes regularly to process 
and control changes that result in im- 
proved product performance and new 
product development. 

Licences to use our patented Arbiso 
pulping process have been extended to 
several other paper manufacturers. Roy- 
alty payments for the use of this process 
were received in 1967 and are expected 
in the future. 


Financial statements. 


Working capital at the close of 1967, 
after provision for long term obligations 
due within one year, amounts to 
$57,412,000 compared with $45,492,000, 
an increase of $11,920,000. 

In September 1967, Abitibi Paper 
Company Ltd. issued 74% Sinking Fund 
Debentures, Series B, of a par value of 
$15,000,000. Proceeds were added to 
working capital in Canada to provide for 
normal operating requirements and 
capital expenditures on plant and 
equipment. Long term debt increased 
also by $1,000,000 U.S. funds through the 
purchase of forest lands by Abitibi Cor- 
poration and by the inclusion in our con- 


solidated accounts of mortgage debt of 
$247,500 of Inter City Papers Limited. 
Instalment payments and retirements of 
other outstanding long term debt amount- 
ed to $2,754,000. 

The sale of our former head office 
real estate holdings in Toronto is to be 
concluded in 1968. The selling price 
is $3,014,000. Advance deposits of 
$1,650,000, received with respect to this 
sale, are shown on the consolidated 
balance sheet. 

Proposed amendments to federal in- 
come tax legislation in Canada call for 
an acceleration of corporate income tax 
instalment payments during 1968 and 
1969. If enacted the adverse impact upon 
Abitibi’s cash resources, lessened 
somewhat by the return of previously 
imposed refundable income taxes, will 
approach $1,000,000 during 1968 and the 
early months of 1969. 

There were no common shares of the 
company issued in 1967. The equity per 
common share at December 31, 1967, 
amounts to $9.95 compared with $9.80 at 
December 31, 1966. 


Board of Directors. 


Mr. Harry J. Carmichael, a director for 
more than twenty years, did not stand 
for re-election at the last annual meeting 
in accordance with the age limitation 
contained in our by-laws. He was appoint- 
ed an honorary director in appreciation 


Abitibi Containers Ltd. provides protection for the 
manufacturer and the consumer. Custom designed 
corrugated cartons, attractively printed, package hundreds 
of delicate and durable products in all sizes and shapes. 
Packaging is a rapidly expanding one and one-third 

billion dollar industry in Canada, and irrespective of other 
materials used, paper and paperboard are used increasingly 
as packaging materials. One can even make a castle 

from corrugated board. 


of his valuable contribution to the prog- 
ress of Abitibi affairs. Mr. Bertram D. 
Coleman was elected a director at the 
April 1967 annual meeting. Mr. Coleman 
is Chairman of the Executive Committee, 
Drexel Harriman Ripley Incorporated, 
New York. 

Mr. Franklin T. McClintock resigned as 
a director for personal reasons after serv- 
ing for more than three years with advice 
and guidance that was greatly appreci- 
ated. Later in the year Mr. Leonard G. 
Lumbers, President of Noranda Manu- 
facturing Ltd. and a director of Noranda 
Mines Limited, was elected to the Board. 

On July 1, 1967 Mr. Thomas Jd. Bell was 
appointed President and Chief Executive 
Officer. On the same date, Mr. Paul E. 
Roberts was appointed Chairman of the 
Board and Mr. Douglas W. Ambridge was 
appointed Honorary Chairman. 


Personnel and industrial relations. 


Every effort is made at Abitibi plants 
and offices to provide the climate and 
opportunity for able young people to de- 
velop and move up in the organization. 
Employees are encouraged to upgrade 
their qualifications for promotion through 
training and home study. Financial assist- 
ance is given those who are willing to 
devote some of their spare time to self- 
improvement. A Council on Education, 
composed of employees from company 
divisions, concernsitself with the problem 


of motivating sons and daughters of em- 
ployees to equip themselves for the future 
by achieving ahigh standard of education. 

Relations between the company and 
its many employee unions were generally 
satisfactory throughout 1967 with few 
negotiations taking place. In 1968, col- 
lective agreements in most of our primary 
Canadian operations will be the subject 
of renegotiation. The pulp and paper 
industry is particularly sensitive at this 
time to economic conditions caused by 
world-wide excess capacity. Having 
regard to conditions in this industry, it is 
a matter of concern to management that 
many recent wage settlements in North 
America have been excessive in relation 
to gains in productivity. 

The directors take this opportunity to 
extend sincere thanks to all employees of 
Abitibi who responded so well to the 
challenges encountered in 1967. Abitibi 
is proud of the interest, enthusiasm and 
ability shown by employees throughout 
its operations. 


Outlook. 


The present problems of our company 
are similar to those of other large diversi- 
fied companies in the pulp and paper 
industry. Costs have risen beyond our 
ability to compensate with price increases 
and productive capacity has increased 
more rapidly than demand. Conditions 
are not likely to change materially until 


present surplus capacities can be pro- 
ductively employed. 

Abitibi is in good condition to compete 
under existing circumstances and to 
grow stronger in the process. Our plants 
and timber resources are excellent. Our 
diversification is proceeding along lines 
that will strengthen our earnings poten- 
tial. We consider the quality of our man- 
agement second to none and a most 
important asset. 

We look to the future, confident that 
Abitibi will be in a position to serve the 
strong demand for our products that will 
develop in the years to come. 


On behalf of the Board, 


a 


President and Chief Executive Officer 


OC_LHAE 


Chairman of the Board 


Toronto, February 15, 1968. 


A balance between industrial needs and nature can be main- 
tained through responsible management of forest resources. 
Multiple use is a social objective, a goal that requires the 

understanding and cooperation of all segments of the public. 


Distribution of 
1967 and 1966 
Dollar Sales 
By Markets 


Canada 40% Canada 36% 


_ Overseas 1 1% 


j Ly} 
United States 49% nitpd Staten 9476 


Production of Newsprint: Fine and Building Boards Market Total 
Paper, Pulp and Paper Printing Papers and Paperboard Pulp 


Board Products 1958 - 692,781 96,905 114,202 51,446 955,334 | 
—tons 1959 735,215 107,884 138,754 44,008 1,025,861 
1960 780,043 112,137 144,834 40,672 1,077,686 
1961 741 ,978 117,332 145,833 | 44,352 - 1,049,495 
1962 756,021 123,939 164,166 36,301 1,080,427 
1963 740,556 132,094 177,288 39,966 1,089,904 — 
1964 819,260 132,283 205,100 55,866 1,212,509 | 
1965 829 293 136,720 227,308 46,825 1,240,146 
1966 890,810 158,430 206,500 56,100. 1,311,840 
1967 825,900 164,100 208,400 43,800 1,242,200 — 


In addition to these products, Abitibi manufactures corrugated containers, veneered panelings, decorative 
hardboard panels, and fine hardwood veneers. 


Capital Expenditures and Depreciation 


Millions of dollars WHR Capital Expenditures 
35 : Depreciation and Depletion 
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Consolidated Net Earnings Abitibi Paper Company Ltd. and subsidiary companies 


YEAR ENDED DECEMBER 31 


1967 1966 
Revenue: 
VEL SEMEIS: on a 5. Gente atte tear eee $209 303,274 $211,167 ,324 
Paine AMOPOUIC INCOME 26 ce declined ceva oye vere eda bw as 1,337,076 1,289,881 
$210,640,650 $212,457 ,205 
» Costs and Expenses: 
COS WON; FO Rete USS, Ye) (0 a ar $154 ,978,318 $151 ,854 224 
We mneciallon and CEDICtION... c.f... hes een aus ene Mews ras 12,283,654 11,599,195 
Selling, general and research expenses.................00. 12,886,207 12,264,691 
Employees pension plans (note 8)... 0.2.0... 0.5... eee eee 2,729,321 2 los Ale 
Interest and expense on long term debt.................... 2,853,710 2,952,701 
$185,731 ,210 $181 ,424 284 
Earnings before taxes on income....................00000 eee $ 24,909,440 $ 31,032,921 
Taxes on Income: 
eM EIED VOD Cree rs ns ve Hilo d ad uv lv da bue ewan Tauern $ 8,144,000 $ 7,957,000 
ere HR OCMUMOLE 1G) Rete n is. vntord a went iGu ae Goawtaee as 4,313,000 7,148,000 
$ 12,457,000 $ 15,105,000 
es aN INCS See te ge lhc PG a Ss sb ahale Bates Pe SMA $ 12,452,440 $ 15,927,921 
Memearnings per COMMON Shale. 2... vi cc eee vee ewes he BA Son 91t, 


YEAR ENDED DECEMBER 31 


Consolidated Retained Earnings 1967 1966 
Retained earnings at beginning of year..........6.--- 20 ae. $125,620 ,485 $119,433,745 
NebearmingS tor the VOari. ck eke eee denne eames 12,452,440 15,927,921 

$138 072,925 $135,361 ,666 
WIVICENUSION COMMONISNAlCS pect awh ake tanh eee Ones 9,747,016 9,741,181 
Retained earnings at end of year... ce eee eee ee ee. $128 325 ,909 $125,620 ,485 


Consolidated Balance Sheet 
Assets 


Current Assets: 


Accounts receivable, less allowance for doubtful accounts..... 
Inventories at cost: 
Finished products, goods in process, materials 
ANd SUPPHIeS sa scs.ccis ey ao aes cee eta ae reer 
Pulpwood and expenditures on current logging operations. 
Prepaid insurance and other expensSesS........... cee eee ene ee 


Capital Assets: 


Properties, plant and equipment (note 2)............... cee ae 
Less—Accumulated deprectations <2 vee wena: etree ee 


Logging equipment and development at depreciated cost...... 
Woodlands, both freehold and leasehold, and water power rights, 
less accumulated depletion of $5,419,846 (1966 —$5 344,846). 


Investments and Other Assets: 


Bonds, debentures and notes a0... eee 
Townsite mortgages and advances..............-. Pee, ce ae 
Other investments at. COSt yard ee re eee 
Special refundable tax, less current portion.............0.000. 
Unamortized discount and expense on long term debt......... 


Approved on behalf of the Board: 


T. J. Bell, pirector 


P.E. Roberts, pirector 
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December 31 


1967 


$ 5,162,846 
35,163,436 


22,015,690 
19,695,680 
1,209,218 


$ 83,246,870 


$358 274,117 
188,489,310 


$169,784 ,807 
5,236,901 


17,519,057 
$192,540,765 


$ 5,344,226 
25120 
2,482,448 

614,416 
682,444 


$ 10,835,704 


$286 ,623 339 


1966 


$ 2,357,102 
31,325,420 


20,466,318 
16,047,956 
958 ,463 


$ 71,155,859 


$344 430,619 
177,722,790 


$166, 707,829 
4,389,789 


15,978,945 


$187 ,076,563 


$ 1,285,818 
1,668,670 
1,939,054 

730,500 
353,648 


$ 5,977,690 


$264 210,112 


Liabilities 


Current Liabilities: 


Bank indebtedness 
Accounts payable 
Dividend payable January 1st 


CORIO SOC Cs OS Cs oO) CRA ea I Tay Wie Sect fem Pee Pe Tet Teo fa eC Yiest see bel ot Po-Yen 


Abitibi Paper Company Ltd. and subsidiary companies 


Interest accrued on long term debt............. ccc cue eee aaes 


Income and other taxes 


Payments due within one year on long term debt.............. 


Deposit on Sale of Real Estate (note 9) 


Long Term Debt: 


47% 
647% 
S%o 
TA 
5% 


First Mortgage Sinking Fund Bonds, Series B, 
Cue OUIV 157 19745e es et os 


First Mortgage Sinking Fund Bonds, Series C, 


GUICHNOVGIMDOIS Ol O Mi ana a aGis ce Ma Tiage cates oe 


Sinking Fund Debentures, Series A, 


due September 15, 1985 ($19,175,000 U.S. funds)... 


Sinking Fund Debentures, Series B, 


GUCTSEDICMDCle WO IGGL esa h vd sco Yass cosa 


Instalment Notes, due May 1, 1984 


is 200 000L UL Satuind’S) stds srewnd Gaeta eek ke 


54%% Instalment Note, due June 30, 1970 


Less— 


Deferred Taxes on Income (note 3) 


PS1POO0 HUOMIZS = LUNGS) ini band oaicus baie be a ons wea 
Mortgage debt of subsidiary company 


Amount included with current liabilities (note 4) 


Ge) eer a) fal cay wet) (8) 8) 8) pe ieu sey eles) (outed ena s) 5 e 


Shareholders’ Equity 


Preferred Shares: 


Authorized and unissued: 
450,000 shares par value $25 each issuable in series....... 


Common Shares: (note 5) 


Authorized: 
24,000,000 shares without nominal or par value 
Issued: 


17,405,384 shares 


Retained Earnings 


Cis Fiat). Cerieecee Chu) er 0) Lem h oc ne PR ye Oat rut not TS 8 Oma aCe Cate TR Cua 


ae re ey OOO le ere Ce aie CO ieee noe ele sn eR ch dec JM Ce De sleet otis ed el er) 


December 31 


1967 


$ 745,977 
16,115,861 
2,436,754 
888 ,868 
3,935 ,238 
1,712,493 


$ 25,835,191 
$ 1,650,000 


$ 3,992,500 
6,264 ,000 
20,613,125 
15,000,000 
14,196,600 


1,073,700 
247,500 


$ 61,387,425 


1,712,493 


$ 59,674,932 
$ 26,189,000 


44 948,307 
128,325,909 


$173,274 ,216 


$286 ,623 ,339 


1966 


$7. 2705850 
17,297,766 
2,436,754 
998 ,408 
3,482,642 
1,577,365 


$ 25,663,785 
$ = 


$ 4,300,500 
7,058,000 
21,500,000 


14,841 ,900 


$ 47,700,400 


1,977,365 


$ 46,123,035 
$ 21,854,500 


44 948,307 
125,620,485 


$170,568, 792 


$264 210,112 
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Consolidated Source and Application of Funds 


Source of Funds: 
Net earningss. castes oxi. dca ae Be ete a 
Non-cash charges deducted in arriving at net earnings: 
Depreciation.and depletion ise seaenne meme eee 
Discount and expense on long term debt........ 
Deferred: taxes On INGCOMC=. 2 hse. eee ete eer 


Funds derived from: Operations: \ccnscm rs cf ee ene 
Disposal of'capitaltassetSau. cag ance see ee ee 
Deposit. on salevot real-estate. «sae ee ee 
Long term debt icc 0) fine wad ete see eee 
Common shares issued under option agreements.......... 


Application of Funds: 
Invested in properties, plant and equipment................ 
Expenditures on logging equipment and development....... 
Purchase of woodlands in Michigans...... ren 
Investment in Inter City Papers Limited net of working 
capital acquired: Aus ic. a ssc hae he re eee 
Retirement of long termrpdebt. sn 2 
Dividends on common shales 24..5:.. ue re en ee 
increase in bonds, debentures and notes................5. 
Other iterms —Met s siccw ates ioe accee eae ee eee 


Resulting in an increase (decrease) in working capital of........ 
Working capital at beginningvof yeah. ss... a4. en eee 


Working Capital at End of Year................. cece eee ees 


Notes to Consolidated Financial Statements 


YEAR ENDED DECEMBER 31 


1967 
$ 12,452,440 
12,283,654 


49 ,988 
4,313,000 


$ 29,099,082 
356,522 
1,650,000 
16,073,700 


$ 47,179,304 


$ 13,331,641 
2,271,485 
1,615,112 


928,484 
2,754 303 
9,747,016 
4,058,408 

553,250 


$ 35,259,699 


$ 11,919,605 
45 492,074 


$ 57,411,679 


1966 


$ 15,927,921 


11,599,195 
48,137 
7,148,000 


$ 34,723,253 
192,523 


252,079 


$ 35,168,355 


$ 20,842,103 
3,730,191 


2,746,603 
9,741,181 

26,540 
1,346 322 


$ 38,432,940 


$ (3,264 585) 
48,756,659 


$ 45,492,074 


The consolidated financial statements include the accounts of Abitibi Paper Company Ltd. and all subsidiary 


companies. The results of operations of Inter City Papers Limited have been included in the consolidation from 


September 1, 1967, the effective date of acquisition. 


Balances and transactions in other currencies have been restated in Canadian dollars as follows: 


Current assets and current liabilities at exchange rates in effect at December 31st; capital assets at rates in 
effect at dates of acquisition; long term debt at rates in effect when debt incurred; net sales and expenses of 
United States subsidiary companies at average rates for the year except for depreciation provisions which are 


on the same basis as the related capital assets. 
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Abitibi Paper Company Ltd. and subsidiary companies 


Ze Properties, plant and equipment are stated at cost except for assets of a net depreciated book value of $7,711,698 
at December 31, 1967, included at appraised values as at April 30, 1946 as reported by Coverdale & Colpitts, Consulting 
Engineers. 

3. It is the companies’ general practice for income tax purposes to claim maximum depreciation allowances. Such 


allowances for 1967 are in excess of depreciation provided in the accounts. The resulting reduction of $4,313,000 
in income taxes currently payable has been charged against 1967 earnings and included in the total of $26,189,000 
set aside on the balance sheet as deferred taxes on income. 


4. Sinking fund and instalment payment obligations for 1968 on long term debt, including payments based on 1967 
earnings, amount to $3,078,050 of which $1,365,557 has been discharged by prior purchase and redemption of first 
mortgage bonds. 


5. Of the authorized and unissued common shares, 249,100 shares are reserved under the Key Employees’ Stock Option 
Plan. Options granted under this plan are for terms of up to ten years at market value at date of grant and are normally 
exercisable in instalments upon fulfillment of service conditions. At December 31, 1967 options were outstanding on 
61,800 shares at $9.50 per share, 33,400 shares at $9.6875 per share, 45,000 shares at $9.875 per share and 108,900 
shares at $10.5625 per share, a total of 249,100 shares of which options covering 186,100 shares were held by officers 
of the company. 


6. Covenants entered into in connection with the issue of debentures include certain restrictions on the payment of 
dividends. Under the most restrictive of these provisions, dividends on common shares subsequent to December 31, 
1966 may be not more than consolidated net income earned after that date plus the sum of $15,000,000. 


he Total remuneration of directors and senior officers in 1967 was $667,528, including remuneration of $256,678 to 
directors (as directors and as officers). 


8. The amount charged to earnings in 1967 in respect of employees’ pension plans includes paymerits on account of 
past service costs resulting from a retroactive improvement of benefits instituted in 1963. These past service pension 
costs are being funded over a period not exceeding 20 years. Based on the most recent independent actuarial report, 
the single-sum liability for unfunded pension benefits is estimated at $3,150,000 at December 31, 1967. 


9. The company moved its head office late in 1967 and has entered into an agreement to sell its former head office real 
estate for $3,014,000 cash, of which $1,650,000 had been received at December 31, 1967. The balance of $1,364,000 is 
to be received on closing in 1968. 


10. Itis estimated that capital expenditures in 1968 including the purchase of the outstanding common shares of Hilroy 
Envelopes & Stationery Limited (acquired in January 1968) will amount to $20,000,000. 


Auditors’ Report to the Shareholders 


To.the Shareholders of ABITIBI PAPER COMPANY LTD: 

We have examined the consolidated balance sheet of Abitibi Paper Company Ltd. and subsidiary companies as at December 
31, 1967 and the consolidated statements of net earnings, retained earnings and source and application of funds for the year 
then ended. Our examination included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 

In our opinion these financial statements present fairly the financial position of the companies as at December 31, 1967 and 
the results of operations and source and application of funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


PRICE WATERHOUSE & CO. 
Toronto, February 6, 1968 Chartered Accountants. 
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Ten Year Review 


1967 
Sales and Earnings 


1966 


1965 


Netisalesiis <.ic aise ieee ce erent $209 303,274 $211 167,324 $194,411 ,148 
Depreciation and depletion............ 12,233,654 11,599,195 10,486 453 
Earnings before taxes on income...... 24,909 440 31,032,921 32,896,007 
Taxes on income, current and deferred. 12,457,000 15,105,000 16,160,000 
Net Garning Sst wi enue maton ee eee 12,452,440 15,927,921 16,736,007 
Net earnings per common share”*...... Seale, So .91"% $ .96% 
Dividend Record 
On: preferred’ shares 1.) eons $ ~ $ _ $ — 
On common shares. .......0.c0s0s eee. 9,747,016 9,741,181 9,727,742 
Péercommon: Share sen ummr i en eam OG $7.56 $. 3200 
Capital Expenditures 
On properties, plant and equipment.... $ 13,331,641 $ 20,842,103 $ 30,417,767 
On logging equipment and development 2,271,485 3,730,191 1,203,803 
On woodlandss, tcne eaten near 161oe 2 — — 
Financial Position 
Currentassets:2 452-04 ee $ 83,246,870 $ 71,155,859 $ 86,886,933 
Currentsliabilities 2 se: ae.ce een enero 25,835,191 25,663,785 38,130,274 
Working *Capitalters reer rss ner 57,411,679 45,492,074 48,756,659 
Capital assets, at net book values...... 192,540,765 187,076,563 174,295 987 
Investments and other assets......... 10,835,704 5,977,690 4,792,965 
Deposit on sale of real estate......... 1,650,000 — _ 
Long term debt, net of current portion... 59,674,932 46,123,035 48,947,638 
Deferred taxes on income............. 26,189,000 21,854 500 14,846,500 
Equity of shareholderss ee eee 113,274-216 170,568,792 164,051,473 
Equity of Shareholders 
Equity of preferred shareholders....... $ $ — $ _ 
Equity of common shareholders....... 173,274,216 170,568,792 164,051,473 
Outstanding common shares*......... 17,405,384 17,405 384 175320100 
Equity per common: shate: jn. n ere eS 9.95 $ 9.80 $ 9.44 


*The number of common shares and per share calculations have been adjusted 
where applicable to reflect the 4 for 1 stock split on November 30, 1963. 
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1964 


$184, 708,539 
10,141,903 
35,431 ,698 
17,498,000 
17,933,698 

$ 1.01 


Sepeooleot 
9,639,413 
Sapo 


$ 19,115,962 
770,619 


$ 71,377,206 
25,372,566 
46 ,004 ,640 


153,440,003 
4,838,412 


40,739,347 
6,604,500 
156,939,208 


$ os 
156,939,208 
17,364,988 
$ 9.04 


1963 


$164,575 ,637 


1962 


$156,005 ,549 


1961 


$147,587 ,462 


Abitibi Paper Company Ltd. and subsidiary companies 


1960 


$146,339 ,604 


1959 


$133,813,074 | 


1958 


$123,385 ,542 


9,853,823 10,369,899 10,289,473 10,463,547 9,680,353 9,039,110 
31,247,502 31,275,251 28,267,636 26,066,288 24,525,544 20,127,382 
15,040,000 = 15,780,000 14,557,000 13,800,000  —‘ 12,700,000 10,470,000 
16,207,502 15,495,251 13,710,636 12,266,288 11,825,544 9,657,382 

aos $ 90% SoZ $  .70% $ 68 $ .543/ 
$ 412,046 $ 433,026 $ 453,504 $ 471,199 $ 507,803 $ 547,796 
8,682,138 8,330,868 7,077,577 7,077,579 7,077,579 7,077,582 
Sei $  .50 $ 42% $ 42% $  .42V Si 4017 
$ 15,007,893 $ 13,222,400 $ 9,729,078 $ 10,340,956 $ 7,105,455 $ 10,423,905 
950,320 890,700 594,279 1,666,438 955,345 592,602 
a = ia <a = 14,344 
$ 64,029,331 $ 65,886,200 $ 63,107,968 $ 61,091,507 $ 60,070,996 $ 57,714,700 
26,067,715 25,786,818 22,064,539 22,513,567 20,312,046 —«17,317,852 
37,961,616 40,099,382 41,043,429 38,577,940 39,758,950 40,396,848 
143,912,115 132,606,747 128,985,592 129,030,527 126,113,480 127,995,218 

4,574,257 5,528,727 5,644,395 4,713,044 3,498,462 2,547,639 
31,677,969 33,677,500 ~—«-37,410,000 39,897,500 40,632,000 45,555,500 

1,485,000 = = = = a 

153,285,019 144,557,356 138,263,416 132,424,011 128,738,892 125,384,205 
$ 8,990,450 $ 9,339,300 $ 9,908,425 $ 10,248,575 $ 10,836,425 $ 11,721,900 
144,294,569 135,218,056 128,354,991 122,175,436 117,902,467 113,662,305 
16,971,108 16,666,736 16,652,872 16,652,872 16,652,872 16,652,872 
Suans50 $e sit Comer Samed Seer Oc $e 6:82 
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Management Committee 


Abitibi’s expanding and diversified 
operations are planned and controlled 
by a group of company officers 

and executives holding 

senior management responsibilities. 


Left to right: J. Flintoft%; J. B. Papoe, 
J. E. Haire, R. C. Gimlfn, 

T. N. McLenaghen, W. S. Rothwell, 
R. E. E. Costelio, P. E. Roberts®, 

T. J. Bell, G. M. Brain (standing), 

J. E. Cottrelle, C. H. Rosier, E. E. Grainger, 
H. P. Armstrong and H. G. O'Leary. 


*Also present when this picture was taken. 


Abitibi ) Companies and Products 


Abitibi Paper Company Ltd. 

Parent company with manufacturing operations in Ontario 

Head Office: Toronto, Ont. 

Newsprint: Iroquois Falls, Fort William and Port-Arthur, Ont. 

Newsprint and groundwood specialty papers: Sault Ste. Marie, Ont. 

Bleached kraft pulp: Smooth Rock Falls, Ont. 

Corrugating medium, hardboard and particle board panels: Sturgeon Falls, Ont. 


Abitibi Manitoba Paper Lid. 
Manufacture of newsprint: Pine Falls, Man. 


_ Abitibi St. Anne Paper Ltd. 
Manufacture of newsprint: Beaupre, Que. 
Subsidiary companies: 
St. Anne Power Company | 
Baie St. Paul Lumber Company Limited 
Conducting woodlands operations from Beaupre, Que. 


Abitibi Paper Sales Ltd. 
Sales agent for newsprint, groundwood specialty papers, bleached kraft pulp and 
corrugating medium 
Sales Offices: Toronto 1, Ontario; Montreal, Que. 
‘Subsidiary company: 
Abitibi Papers Inc.; Servicing customers in the United States 
Offices: Dayton, Ohio; New York, N.Y.; Chicago, Ill. 


Abitibi Provincial Paper Ltd. 

Manufacture and sale of fine and printing papers 

Machine and trailing blade coated papers, bristols and other heavyweight 
specialties, coated and uncoated; Port Arthur, Ont. 

Book, writing and specialty papers: Thorold, Ont. 

Coated printing and litho papers: Georgetown, Ont. 

Sales Offices: Toronto, Ont.; Montreal, Que. 


Hilroy Envelopes & Stationery Limited 
Envelopes; stationery; school, home and office supplies 
Subsidiary companies: 
The Canadian Stationery Company Limited 
Canada Envelope Company 
Toronto Envelope Co. Limited 
Redi-Seal Envelopes Limited 


Inter City Papers Limited 

Wholesale Distributors of Fine Printing Papers and Bookbinder supplies 
Montreal and Quebec, Quebec; and Toronto, Ontario 

Abitibi Corporation 

Manufacture and sale of hardboard panels and insulation (boards) in the United States 
Plant: Alpena, Mich.; Executive Offices, Birmingham, Mich. 

Sales Offices: Birmingham, Mich.; Chicago, IIl.; Dayton, Ohio 

Miratile Panel Products Division: 

Decorative hardboard and plywood panel products 

Chicago, Ill.; and Cucamonga, Calif. 

Abitibi Containers Ltd. 

Manufacture and sale of corrugated containers: Pembroke and Toronto, Ont. 


Abitibi Panel Products Ltd. 

Manufacture of veneers and hardwood plywoods: Durham, Ont. 

Sales agent for veneers, hardwood plywoods, hardboards and particle boards 
Sales Offices: Toronto, Ont.; Montreal, Que.; Winnipeg, Man. 


Other Subsidiary Companies 

Abitibi Aviation Limited, Toronto, Ont. 

Mattagami Railroad Company, Smooth Rock Falls, Ont. 
Geomont Exploration Company Limited, Toronto, Ont. 
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Hilroy Envelopes & Stationery Limited 


The name Hilroy is known from coast to coast in Canada. 
Market research, product design, modern equipment, efficient 
distribution and competent personnel, all have contributed to the 
progress of Hilroy Envelopes & Stationery Limited and its sub- 
sidiary companies, the largest Canadian manufacturer of station- 
ery and school supplies and a major manufacturer of envelopes. 

Thousands of Hilroy products of every day use are distributed 
across the country and are available through most retail outlets. 
Among them are envelopes, exercise books, fine letter papers, 
loose leaf supplies, memo books, note pads, ring binders, scrib- 
blers, social stationery and writing pads. In addition to Hilroy 
brand products, the company produces private brands for many 
of Canada’s prominent retail outlets. 

The Hilroy group of companies with six envelope and three 
stationery plants in five Canadian provinces includes The 
Canadian Stationery Company Limited, Canada Envelope Com- 
pany, Toronto Envelope Co. Limited and Redi-Seal Envelopes 
Limited. 

The principal Hilroy plant in Toronto is shown below. 
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Lithographed in Canada: The cover is Kromecote* 

Cover CCIS (*a registered trademark licensed 

for use to Abitibi Provincial Paper Ltd.). 

Inside pages—Paragon Offset and Georgian Offset Smooth 
all products of Abitibi Provincial Paper Ltd. 
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